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	Subject



Often there are instances where a corporate event or resulting entitlements have not been registered with local authorities and thus the residents from those jurisdictions (and it territories) may be precluded from participating in the event or receiving the resultant entitlements unless the investor obtains the required exemption from their local authorities. The Issuer would normally make arrangement for security entitlements to be sold for the benefit of restricted investors. 

The scenario is more common to mandatory security distribution events. The Issuer may make arrangements for security entitlements to disposed (sold) for the benefit of restricted investors. The market participants thus engaged and agreed on a Market Practice to process security distribution events as Choice (22F::CAMV//CHOS) where restrictions are applicable to aid efficiency and promote automation (STP).  

	Summary



Market Practice requires that the restrictions must be communicated to investors and applied at beneficial owner level. The investor would thus be required to advise their service provider should they be restricted and where no advice is received it will be deemed that the investor may participate and receive entitlements (i.e. default – entitlements will be distributed).  The investor should observe and adhere to the laws of their own jurisdiction.

The Market Practice guides that where there is a mandatory securities distribution event and restrictions are applicable thereby requiring the beneficiary to advise whether they are indeed entitled to received the distributed securities the event must be processed as a Choice event (22F::CAMV//CHOS). The Choice event is seen to be mandatory in that “no action” will still result in the receipt of an entitlement. In most instances the Issuer would appoint an agent to dispose of security entitlements for the benefit of restricted shareholders however the Market Practice also guides in instances where no agent has been appointed. 
The Market Practice is applied in the 2 scenarios as follows:-

1. Security Entitlements Sold for the benefit of Restricted Shareholders

Where securities are being distributed and the Issuer has appointed an Agent to dispose of security entitlements on behalf of and for the benefit of restricted investors the event is processed as a Choice event. Some of the benefits of processing the event as a Choice Event (22F::CAMV//CHOS) are:-
· The event will still be a mandatory event however an instruction will be required failing which a market default will be applied. 
· The notification can be accordingly routed to the appropriate team/s to solicit an instruction.
· Processing the event as a choice event will allow for the clear communication of a Response Deadline Date and time (RDDT).
· The quality of event notifications will improve
· Higher levels of automation can be achieved thereby improving efficiencies. 

2. Security Entitlement Distributed to Restricted Shareholders (Not sold)

In this instance the Issuer does not appoint an Agent to dispose of the security entitlements on behalf of restricted shareholders. The restrictions will accordingly be communicated on event notification and on pay date the security entitlements will be paid to all eligible shareholders, i.e. the event is processed as a mandatory event – 1 option. The investor should then determine whether they are entitled to receive and hold the distributed security and if not they should engage in actions to dispose those entitlements in the open market.


	Example of a security distribution event with restrictions



Scenario – Don Group Ltd (ISIN ZAE000008462) will be distributing (unbundling) Hudaco Industries Ltd shares (ISIN ZAE000003273) for no consideration, i.e. Hudaco Industries Ltd shares will be received in addition to the Don Group shares held. 

Distribution Ratio – 35.6 Hudaco Industries Ltd shares in addition to 100 Don Group Ltd shares held. 

The receipt of the distributed share, Hudaco Industries Ltd is restricted in certain jurisdictions and the Issuer’s agent will dispose of restricted shareholder entitlements on the open market for the benefit of such shareholders (restricted shareholders). 
Please find below a message sample. 

	M
	Mandatory Sequence A General Information
	

	
	:16R:
	GENL
	Start of Block

	M
	:20C::
	CORP//2013088047
	Corporate Action Reference

	M
	:20C::
	SEME//0316505913310713
	Sender's Message Reference

	O
	:20C::
	COAF//201X0078998
	Official Corporate Action Event Reference

	M
	:23G:
	NEWM
	Function of the message (here, new message)

	M
	:22F::
	CAEV//SOFF
	Corporate Action Event Indicator

	M
	:22F::
	CAMV//CHOS
	Mandatory/Voluntary Indicator

	O
	:98C::
	PREP//20130731135950
	Preparation Date

	M
	:25D::
	PROC//PREC
	Processing Status

	
	:16S:
	GENL
	End Of Block

	M
	End of Sequence A General Information
	

	M
	Mandatory Sequence B Underlying Securities
	

	
	:16R:
	USECU
	Start of Block

	M
	:35B:
	ISIN ZAE000008462
Don Group Ltd
	Identification of the Financial Instrument

	M
	
	Mandatory Repetitive Subsequence B2 Account Information

	
	:16R:
	ACCTINFO
	Start of Block

	M
	:97A::
	SAFE//123456
	Safekeeping Account

	O
	:93B::
	SETT//UNIT/0,
	Settlement position

	
	:16S:
	ACCTINFO
	End Of Block

	M
	
	End of Subsequence B2 Account Information
	

	
	:16S:
	USECU
	End Of Block

	M
	End of Mandatory Sequence B Underlying Securities
	

	R
	Optional Sequence D Corporate Actions Details
	

	
	:16R:
	CADETL
	Start of Block

	O
	:98A ::
	ANOU//20130731
	Announcement Date

	M
	:98A::
	XDTE//20130801
	Ex-Dividend or Distribution Date/Time

	M
	:98A::
	RDTE//20130807
	Record Date/Time

	O
	:98A::
	GUPA//20130731
	Guaranteed Participation Date/Time

	
	:16S:
	CADETL
	End Of Block

	R
	End of Sequence D Corporate Actions Details
	

	O
	
	Optional Repetitive Sequence E Corporate Action Options

	
	:16R:
	CAOPTN
	Start of Block

	M
	:13A::
	CAON//001
	CA Option Number

	M
	:22F::
	CAOP//SECU
	Corporate Action Option Code Indicator

	M
	:17B::
	DFLT//Y
	Default Processing Flag

	O
	:98C::
	RDDT//20130807080000
	Response Deadline  

	O
	:98C::
	MKDT//20130807130000
	Market Deadline

	O
	
	
	Optional Repetitive Subsequence E1 Security Movement

	
	:16R:
	SECMOVE
	Start of Block

	M
	:22H::
	CRDB//CRED
	Credit/Debit Indicator

	M
	:35B:
	ISIN ZAE0000033273 
Hudaco Industries Ltd
	Identification of the Financial Instrument

	O
	:36B::
	ENTL//UNIT/0
	Entitled Quantity

	O
	:22F::
	DISF//STAN
	Disposition of fractions

	O
	:92D::
	ADEX//35.6/100,
	Rate

	M
	:98A::
	PAYD//20130808
	Payment Date/Time

	O
	:98A::
	AVAL//20130801
	Available Date/Time

	
	:16S:
	SECMOVE
	End Of Block

	O
	
	
	End of Subsequence E1 Security Movement
	

	
	:16S:
	CAOPTN
	End Of Block

	O
	
	Optional Repetitive Sequence E Corporate Action Options

	
	:16R:
	CAOPTN
	Start of Block

	M
	:13A::
	CAON//002
	CA Option Number

	M
	:22F::
	CAOP//CASH
	Corporate Action Option Code Indicator

	O
	:22F::
	OPTF//ASVO
	Option Features

	O
	:22F::
	DISF//STAN
	Disposition of fractions

	R
	:11A::
	OPTN//ZAR
	Currency offered

	M
	:17B::
	DFLT//N
	Default Processing Flag

	O
	:98C::
	RDDT//20130807080000
	Response Deadline  

	O
	:98C::
	MKDT//20130807130000
	Market Deadline

	O
	
	
	Optional Repetitive Subsequence E2 Cash Movement
	

	
	:16R:
	CASHMOVE
	Start of Block

	M
	:22H::
	CRDB//CRED
	Credit/Debit Indicator

	O
	:19B::
	ENTL//ZAR0,
	Entitled Amount

	M
	:98A::
	PAYD//20130812
	Payment Date/Time

	M
	:92F::
	NETT//ZAR69,8
	Net Dividend Rate 

	
	:16S:
	CASHMOVE
	End Of Block

	O
	
	
	End of Subsequence E2 Cash Movement
	

	
	:16S:
	CAOPTN
	End Of Block

	O
	
	End of Sequence E Corporate Action Options
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